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We have considered your appl:ication for recognition of exemptioﬁ‘fvom Federa://
income tax under section 501(c¢)(4) of the Internal Revenue Code.\

Dear Sir or Madam: - \ﬂ

|
The information submitted indicates that vou were formed.under a'Declaration
dated . Acccrding to Section 1| of this Declaration, owners of lots
it the I subdivision shall be the members of your association.

i

According to Section 3(A) of the Declaration, the Association shafl have the
following powers:

{1) To maintain, repair and when necessary, construct and reconstruct
roadway surfaces within access easements:

{2) To provide for the removal o7 snow from access easements:

{3) To levy and collect the assessments which are provided for in the
declaration.

According to Section 3(B) of the Declaration, the Association shall have the
following powers:

(1) To provide for the collection and disposal of rubbish and garbaqe:

(2) To care fo-, spray, t-im, protect and replant trees. shrubbery and grass
on all access easements and in other common places whert treesc,
shrubbery and grass have once been planted:

(3) To mow, care for. maintain and remove rubbish ‘rom vacanti ang unimproved
properiy and to do any other things necessary.or desirable in the
judgment of the officers of the Association to keep any vacant and
unimproved property and the parking in front of any property in the
district neat in appearance and in(GOOJ order:
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(4) To provide such lights as the Association may deem advisable on access
easements and in other common placesy

(3) To provide for the cleaning of catch basins and for the repair and
maintenance of storm sewers and appurtenant drainage facilities:

(6) To erect and maintain signs for the marking of streets, and safety signs
for the protection pof children and other persons;

According to your Form 1024, Aprlication for Recognition nf Exemption Under
Section 501(a), you have the following activities:

(1) Provide weekly trash pickup for every unit and to collect assessments to
pay for such pickups;

(2) Repair and maintain the streets of HNIEGgGEGEGEGEGEGE 0 to

collect assessments to pay for these services:

(3) Provide snow removal when needed and to collect such assessments fram
the homeowners to pay for this service.

According to your correspondence dated HIIIIENEGgEEN. there >re Bl residences
and membership is mandatory. The fees which you charge are:

Trash pickup ¢<Hl per year,
Street repair $Il per year,
Snow removal sl per year,
Assecsment per member per year SHl ner vyear.

Your association does not charge dues. All of vour incow: comes from member
asse:sments and interest. You remove snow from all of the common areas and the
driveways of every member provided all parked vithicles are out of the way.

Section 501(c) of the Code describes certain organizations exempti from Federal
income tax under section 501(a) and reads, in part, as follows:

"{4) Civic leaques or organizations not organiied for profit but operated
exclusively for the promotion of social welfare, or local associations of
employees, the memberihip of which is limited to the employees ot o
designated person or persons in a partitular municipality. and the net

“earnings of which are devoted exclusively to charitable., educational. or
recreational purposes.”

In the Revenue Ruling 54-3%94, 1994-2 C.B, 131, a community television antenna
organization whose only activity was to provide television reception o its
members was held not to be exempt as a civic league under section S0bce)(a) It-
meihod of operation was such that only the members received the television
signal by closed circuit. Thus, it operated for the benefit of 1ts members
rather than for the benefit of the community,

In the Revenue Ruling 69-280, 1949-1 C.E. 152, a nonprofit organization formed
to provide maintenance of exterior walls and roofs of homes of members who own
houses in a development 1s not exempt as a social welfare organization under

section 501tc)(4) ot the Code. ok L
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In the Revenue Ruling 72-102, 1672 -, C.B. 149, a membership organization formed
by a developer to administer and enforce covenants for preserving the
architecture and appearance of a nousing development and to own and maintain
common areas, streets. and sidewalke for the use of all development resid=znts
was exempt under section 501(c)(9) of the Code.

The Revenue Ruling 74-99, 1974-1 (C.B. 131 provides that 1n order to qualify fo-
exemption under section 501(c)(4), a homeowners associtation must serve a
"community” which bears o reasonatle relation to an area ordinarily 1dentified
as qovernmental; must not conduct activities directed to the exteraior
maintenance of private recidences: and the common areas or facilities 1t owic
and maintains must be for the use and enmjoyment of the ageneral public.

fou are similar to the organization described 1n Revenue kuling S4- 394, cupr ..
and 1n Revenue Ruling 69-77), supra. 10U are providing a service 1o vuoorr
members for a fee. I1hese services vour members would otterwise have 't prov.oe
for themselves. You are a private couperative enterprise tor the e 9N @l
benefi1t ard convenience of your members.

Tou are net eamilar to the oroganizativ deccraibed 1n the Resenue ~uinyg 0
supra. Thi1s organtration 18 maintaining only the common areas of the housing
development. ‘tou are providing services to and maintaining the pry ate propert

of vour members as well as maintalning common areas.

Since vyour praimary activity 16 providing services to your members, vou are not
operating for 501(c)(4) purposes. 1t 1s held that you are not entitled to
exemption from federal income (ax as an organization described in section

301+ c)Y(8Y of the Ccde. and vou re reaquired to file Federal 1ncome tax returns
on Form 1120,

1f you do not agree with these conclusions, you may, within 30 days from the
date ot this letter, fi1ie 1n cduplicate a braef of the facts, law, and arqument
that clearly sets forth your position. 1f you desire an oral discussion of the
1s5sue, please indicate this in your protest. The enclosed Publication B892 gives
instructions for filing a protest.

If you do not file a protest with thie office within 30 days of the date of *thac
report or letter, thie propoced determination will vecome final.,

If you do not protest this proposed determination 1n a timely manner., 1t will!l te
cancidered by the Internal Reverue (ode as a failure to exhaust avarlabie
administrative remedies. Section 74Z2B{(b)(7) of the Internal Wevenuwo iode
pravides 1n pari that, "A declaratory judgment or deirve under thit wectioc
shall not be issued 1n any proceedieg unle<s the Tax Court, the (ourt of (layme,
or the dictrict court of the United States ror the Drstrict of Columbia
determines tha! the organization 1nvolved has exhausted administrative remediec
available 1o 1t within the Internal Revenue Service.”

If you agrez with these corclusiors or do not wish to tile a writlen protect,
please sian and return Form &0IR in the enclosad self-addresced envelope as scon
as poss:ble.



If¥ you have any further auecstions, please tontact the person whose name and
telephone number are shown at the beginning of this letter.

Sincerely,

District Director

Enclosures:
Publication B90
Form 6018



